T 99-0094-G L 12/01/1999 PAYMENTS

General Infornmation Letter: Due dates for electronic funds transfer
paynent s expl ai ned.

Decenber 1, 1999
Dear :

This is in response to your tel ephone inquiry of November 30, 1999, in which you
requested a letter ruling. The nature of your letter and the information you
have provided require that we respond with a General Information Letter, which
is designed to provide general information, is not a statenment of Departnent
policy and is not binding on the Departnment. See 86 Ill. Adm Code 1200.120(Db)
and (c), enclosed.

In our tel ephone conversations we discussed the follow ng situation:

An employer is required to nmke paynents by electronic funds
transfer. The enpl oyer issues payroll checks on the seventh day of
t he nonth. More than $1,000 is wthheld. On the eighth day of the
mont h, the enployer issues a final payroll check to an enpl oyee who
is quitting. Mre than $1,000 is withheld fromthat check.

In addition, you asked the significance of the listing of Federal Reserve
Bank holidays on the EFT-9, El ectronic Funds Transfer Cbserved Hol i days.

Response

Section 704(b) of the Illinois Inconme Tax Act (the "IITA"; 35 ILCS 5/101 et
seq.) provides in part:

Every enpl oyer who deducts and withholds or is required to deduct and
wi t hhold tax under this Act shall, on or before the third banki ng day
following the <close of a quarter nmonthly period, pay to the
Departnment or to a depository designated by the Department, pursuant
to regul ations prescribed by the Departnent, the taxes so required to
be deducted and w thheld, whenever the aggregate anpunt withheld by
such enpl oyer (together with amobunts previously w thheld and not paid
to the Departnent) exceeds $1,000. For purposes of this Section,
Sat urdays, Sundays, |egal holidays and |ocal bank holidays are not

banki ng days. A quarter nonthly period, for purposes of this
subsection, ends on the 7th, 15th, 22nd and | ast day of each cal endar
nont h.

Because the enployer has withheld nore than $1,000 fromits enployees' payroll
paid on the seventh day of the nmonth, it nust deposit all taxes w thheld from
its enployees and not previously paid by the third banking day follow ng the
| ast day of the quarter nonthly period. The |ast day of the quarter nonthly
period is also the seventh of the nonth, and the first date on which paynent
could be due would therefore be the tenth of the nonth.

As a result of the amount withheld on the eighth of the nonth, the enployer wll
have also withheld nmore than $1,000 during the second quarter nonthly period,
whi ch ends on the fifteenth day of the nmonth. Accordingly, the enployer will be
required to deposit the anmount withheld on the eighth day of the nonth, plus any
addi ti onal anmounts subsequently w thheld through and including the fifteenth day
of the nonth, by the third banking day after the fifteenth of the nonth. Thus,
the first date on which deposit of the amunt wi thheld on the eighth of the
mont h woul d be due woul d be the eighteenth of the nonth.
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Wth regard to the EFT-9, that does not actually prescribe the due dates for
paynents. Instead, that formstates that:

To determne the due date of your paynent, see Booklet EFT-6,
El ectroni ¢ Funds Transfer Guide.

The EFT-6 provides in relevant part:
Due date is on or after a weekend or holiday

If the statutory due date is on or after a weekend or an observed
hol i day, your paynment is due the next business banking day follow ng
the weekend or holiday. You nust conplete your paynment transaction on
or before the |ast banking day before the weekend or holi day.

This statement is consistent with Section 704(b) of the IITA quoted above. As
noted in the EFT-9, its purpose is to advise enployers which holidays are
observed in Illinois, and are therefore not "banking days" within the neaning of
Section 704(c). The listing of Federal Reserve Bank holidays is for purposes of
advi sing the enployer on when it nust initiate an electronic funds transfer in
order for paynment to be received by the Departnent of Revenue on a particul ar
dat e.

As stated above, this is a general information letter which does not constitute
a statenment of policy that applies, interprets or prescribes the tax laws, and
it is not binding on the Department. |If you are not under audit and you wi sh to
obtain a binding Private Letter Ruling regarding your factual situation, please
submt all of the information set out in itenms 1 through 8 of the enclosed copy
of Section 1200.110(b).

Si ncerely,

Paul S. Caselton
Deputy Chi ef Counsel -- Inconme Tax



